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TIPS FOR BUSY READERS
MARY F. HALL, CPA, Editor

“Taxation For Accountants,” Edited by the
Staff of The Journal of Taxation, March 1966,
Volume 1, Number 1.

“Constructive Dividends: Unexpected Tax
Threat To Close Corporations,” “Estate Income
Tax Procedure: Getting the Maximum Deduc
tion for the Estate,” “How and When To Use
The Advance Ruling in Planning Tax Trans
actions,” and “When An Accountant Can De
duct Law School Expenses.”
If this new publication can follow through on
its auspicious beginning, it will quite ade
quately fill an information gap for the account
ant who deals with taxes but who is not a tax
specialist per se.

A new publication described as “a national
bimonthly professional tax magazine for the
accountant in general practice,” is intended to
fulfill a need of many practitioners to whom
The Journal of Taxation is of only occasional
interest or value because of its primary concern
with the more complex and sophisticated prob
lems of taxation.
The first issue, although actually received
too late to be of much value for the current tax
season, was, nevertheless, labeled “Special Tax
Season Issue,” and contained an article, “New
Developments Since Last Tax Season: A guide
to preparing ’65 returns, planning ’66 trans
actions.” The information contained therein
may be helpful to fiscal year taxpayers and to
others for 1966 tax planning.
Of especial interest to general practitioners
is the lead article, an editorial survey of “Com
puterized Tax Returns: What they cost, how
they work, what users say.” The well-written
piece compares four computer systems, Autotax,
Computax, Datatax and Systems and Taxes, as
to how they work, how much they cost and
their mechanical limitations. The conclusion:
“In a few years, most accountants will have
their returns prepared by computers.”
Some of the other major topics were
“Pointers on Preparing Returns to Cut Audit
Hazards; current IRS practices in singling out
returns,” “How to Set Up an Office Control
System for Tax Returns,” “How to Increase
Fees Through Stream-lined Billing Tech
niques,” Correcting An Error After the Re
turn Has Been Filed,” and “Personal Deduc
tions Currently Being Questioned by IRS
Agents.”
Technical notes and comments included such
varied subjects as, “If You Can’t Get A W-2,
File As Best You Can,” “CPA’s Workpapers
Privileged When Given To Client,” “Can A
Negative Answer Be An ‘Untrue Statement’?”
“IRS Liberalizes Its Car Expenses Rules For
1965” and “Net Operating Loss Carryover Is
No Marriage Inducement,” Regular depart
ments and features will include Estate Plan
ning, Managing Your Tax Practice, Test Your
Tax Knowledge, and How Would You Rule?
A letter from the Editor which accompanied
the first issues promises a rather broader ground
of coverage in forthcoming issues. The May
issue is to include among its major articles,

M. F. H.
“United States Accounting as Viewed by Ac
countants of Other Countries,” Theodore L.
Wilkinson, The International Journal of Ac
counting. Fall. 1965, Volume 1, Number 1.
Theodore L. Wilkinson of Price, Waterhouse
and Company is an American who had the rare
experience of growing up abroad. Therefore,
he is able to see the United States accountant
from the point of view of a “foreign” account
ant. His article is delightful, witty, clever,
light, interesting reading. Yet the points he
makes and his criticisms are valid, timely, and
professional.
Among other things he criticizes the phrase
“generally accepted accounting principles”
which, despite numerous organizations and re
leases, are poorly defined. He pokes fun at our
inadequate handling of price level changes. W.
A. Paton would applaud soundly his discussion
of the “phantom entry” for stock dividends.
The SEC Regulations, Translation of Foreign
Currency, Pooling of Interest, and the AICPA
World Accounting Study each receive his at
tention, and the questions he asks are pro
vocative.
This reviewer found his treatment of de
preciation and cash flow most delightful. He
pictures the emphasis on the cash flow figure
in current annual reports as being a step back
ward into the early part of the century.
Perhaps the greatest contribution made by
Mr. Wilkinson is his discussion concerning how
accounting principles should be developed. He
argues against uniform accounting principles
and against the authority of the Accounting
Principles Board. Many accountants will not
agree with the conclusions he reaches in this
area; however, his argument and reasoning
hold much more than a mustard seed of com
mon sense and good thinking, and all will
benefit from reading this portion of his article.

11

This is an article which says a good deal in
a few short pages. Furthermore it is said in an
interesting and thought-provoking style with a
liberal sprinkling of wit and humor. These
factors combine to make this article a “must”
on the reading list of all accountants.
Dr. Marie E. Dubke, CPA
Central Michigan University,
Mount Pleasant, Michigan

“Medicare and Accounting”, John W. Buckley,
The Accounting Review, January 1966, Volume
XLI, Number 1.
With the passage of Medicare, some 19-million Americans aged 65 years or more became
eligible to participate in the most comprehen
sive Federally-sponsored insurance program to
be enacted by Congress since the passage of
the Social Security Law in 1935. Medicare is
essentially a two-part program. The “Basic
Plan” provides for payment of certain hospital
and extended-care services to be financed by a
Hospital Insurance Tax added to existing social
security tax. The “Voluntary Plan” provides for
payments of doctors’ bills and other medical
and health services not covered by the Basic
Plan and is to be financed jointly by eligible
participants (at $3 a month) and a matching
amount by the government out of general reve
nues. Medicare will have a far-reaching in
fluence on the accounting practices of most
providers of services as reimbursements are to
be made on the basis of “reasonable cost.”
The providers of services under Medicare
include the hospital sector characterized by
large, public institutions, and the nursing home
sector which is comprised of predominantly
small, proprietary institutions. It is assumed
that Medicare will have more influence on the
accounting systems of nursing homes than on
those of hospitals because hospitals tend to be
larger and have the services of competent ad
ministrative personnel and because of public
ownership of many hospitals and government
regulations. Accounting procedures developed
by national and state hospital associations have
been at work in hospitals for a considerable
period of time. A recent survey in the nursing
home field showed that 74% of the nursing
homes under study had “adequate (but dis
similar) records,” while the remaining 26%
had “incomplete records with no resemblance
of an accounting system.” On January 1, 1967
nursing homes become part of the Medicare
program with the accounting profession facing
the task of revolutionary changes that must be
made by some 12,000 systems by that time.
Some of the major accounting changes that
Medicare requires of its providers are:
1. Accrual Accounting. A conversion from
cash to accrual method will be needed to
meet the requirements of the act.
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2. Cost Accounting. Providers will need a
functional rather than a primary classi
fication of accounts and cost centers to
which direct costs may be posted and to
which indirect costs may be apportioned
by some adequate and mutually accep
table method. Reimbursable costs should
be readily determinable on a per diem,
per unit, per capita, or other basis as the
situation requires.
3. Standard Costing. Medicare envisages an
optional reimbursement plan based on es
timated costs. This suggests a standard
costing system that will enable the
flow of standard and actual cost data
through the records and provide an ef
ficient means for determining variances
and making the required adjustments.
4. Uniform Accounting. Medicare does not
require that providers adopt uniform ac
counting but there are many advantages.
5. Managerial Accounting. The prepayment
feature of Medicare indicates a need for
systematic budgeting and cash-flow analy
sis. Ratio analyses, cost-volume-profit
analyses, and other technical studies may
become highly desirable tools of admin
istration, even though not mandatory.
6. Periodic Reporting. If the reimbursement
plan is geared to a monthly interval,
participating institutions will need to
establish and maintain a monthly sum
marization and reporting cycle.
Public agencies and private organizations
will be authorized to act as intermediaries be
tween the government and the client institu
tions and will assist providers in meeting the
accounting requirements of Medicare on a
supervisory basis.
The accounting requirements of Medicare
are more rigorous than appears on the surface
as many of the providers, particularly the nurs
ing home sector, lack adequate accounting
systems and will find it necessary to convert
from the cash method to an accrual basis ac
counting that includes a costing, standard cost
ing, and periodic reporting capability. The re
sources of individual institutions may be insuf
ficient to cope with needed changes. The
intermediaries recognized in Public Law 89-97
will be able to provide some assistance and the
accounting profession has an opportunity to
make a valuable contribution by sponsoring
institutes, offering courses in institutional ac
counting, and establishing and maintaining the
necessary accounting systems through consul
tation and the audit function.
Carmoleta G. Field
Central Missouri State College
Independence, Missouri

(continued to page 15)

EDITOR'S PAGE
A number of times in past years articles
which appeared in THE WOMAN CPA have
been reviewed or summarized in other profes
sional publications. Accounting Articles, which
is published monthly by Commerce Clearing
House, Inc., in recent advertising lists THE
WOMAN CPA as one of the nationally knownperiodicals from which articles are described
each month.

Vera B. Coulter, CPA, author of the article,
“Problems of Profit Determination Encountered
by Government Contractors,” is Financial Staff
Assistant at North American Aviation, Inc., El
Segundo, California. She is a member of the
Los Angeles Chapter of ASWA and was re
cently elected to serve as Director of AWSCPA.
She will be Chairman of the AWSCPA Edu
cation Committee for the 1966-1967 year.

1966 AWSCPA-ASWA Joint Annual Meeting
The 26th AWSCPA-ASWA Joint Annual
Meeting will be held in Boston, Massachu
setts, September 28-October 1, at the Somerset
Hotel.
“Uses of Accounting Disciplines” will be the
theme of the technical program. Several events
of the meeting will feature distinguished speak
ers. The banquet speaker will be Mr. Robert
M. Trueblood, CPA, President of the American
Institute of Certified Public Accountants, who
will speak on “The Compleat Professional.” The
Friday luncheon speaker will be Mr. Walter F.
Freeze, CPA, Professor Business Administra
tion, Harvard Business School, whose subject

will be “The Importance of Uniformity in Ac
counting Principles.” The Thursday luncheon
speaker will be Mrs. Julia Montgomery Walsh,
the first woman on the New York Stock Ex
change, who will speak on “A Look at the
Market.”
Official notices of the 1966 .business meetings
of AWSCPA and ASWA have been published.
In addition to the technical programs and busi
ness meetings, there will be interesting sight
seeing and social events.
Additional information can be obtained by
writing to ASWA-AWSCPA, Post Office Box
1608, Boston, Massachusetts 02105.
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divergent, for the Institute of CAs recommends
the specific method which was unenthusiastical
ly added by the American Institute in Account
ing Principles Board Opinion Number Four.
The author then explains that the difference
in the two most recommended treatments arises
because of interpretation of the nature of the
credit. He states, “The English Institute views
it as a tax rule with only incidental connections
with capital assets. The present writer shares
the view of the American Institute that the
credit is an incentive to capital investment
channelled for administrative convenience
through the taxation system.”
Mr. Bird concludes by stating that although
the United Kingdom allowance is greater than
the United States credit, the United States
credit probably has been more effective in en
couraging capital investments. This is because
the United States credit has more immediate
effect in the initial year, while the United King
dom regulation defers major portions of the
benefit until the date when the asset is retired.

(continued from page 12)
“Tax Incentives to Capital Investment,” P. A.
Bird, Journal of Accounting Research, Spring
1965, Volume 3, Number 1.
In this article P. A. Bird, lecturer in account
ing at the London School of Economics and
Political Science, compares and contrasts the
investment credit allowed in the United King
dom with that allowed in the United States.
The English law was first passed in 1954, and,
like the United States law, has been amended
since that time.
Mr. Bird compares the effect of the invest
ment credit in each country by computing the
amount which the revenue authorities “pay” or
contribute toward purchase of capital assets.
This amount is computed without regard to in
terest cost of money. He establishes that the
British revenue authorities contribute more than
do the United States revenue authorities.
He then discusses the accounting treatment
recommended by the American Institute and
the Institute of Chartered Accountants in Eng
land and Wales. Ironically, these are completely

Dr. Marie E. Dubke, CPA
Central Michigan University
Mount Pleasant, Michigan
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